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it reduces, in effect, the " costs " of the family labour,
by modifying the marginal incomes which are necessary
in order to induce the family to work for varying
amounts of time. If a fall in price reduces these " costs "
by more than the price decline, then output will expand.
In discussing the effect of a price fall on the output of a
farm with hired prime factors, we tacitly assumed that
the cost of these factors remained unchanged. The
difference we found between the behaviour of a family
farm with few prime costs and that of a farm with hired
labour depends almost entirely on this assumption.
If, in fact, a fall in price were likely to reduce prime
costs by as much as it lowered the " costs " of family
labour, there would be no difference in the reaction of
the two types of farms.
It is, in most circumstances, reasonable to assume
that a change in the prices of all agricultural products
will alter the farmer's willingness to work for a given
marginal income more than it will alter prime costs.
But it is not true, in general, that a fall in the price of
agricultural products will leave agricultural prime costs
entirely unaffected. If the fall in price is the result of a
shift in demand from agriculture to industry, and if the
prime factors used in agriculture are entirely un-
specialized between agriculture and industry, then
prime costs will not alter appreciably, since the factors
dismissed from agriculture will at once be absorbed in
industry. In fact, of course, labour is to a certain
extent specialized, and some of the raw materials of
agriculture, such as fertilizers, are not required in
industry. The fall in the demand for these prime
factors^ will thus produce some decline in their price,
before they will be transferred to other uses. For